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EXPOSURE DRAFT 
PROPOSED STATEMENT ON 
AUDITING STANDARDS 
ADEQUACY OF DISCLOSURE IN 
FINANCIAL STATEMENTS 
FEBRUARY 29, 1980 
Prepared by the AICPA Auditing Standards Board for comments 
from persons interested in auditing and reporting 
Comments should be received by June 27, 1980, and addressed to 
AICPA Auditing Standards Division, File 4295 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036 
February 29, 1980 
An exposure draft of a proposed Statement on Auditing Standards (SAS) entitled 
Adequacy of Disclosure in Financial Statements accompanies this letter. 
The proposed Statement would supersede SAS No. 1, section 430 "Adequacy of 
Informative Disclosure." The proposed Statement does not modify the 
basic concepts of section 430. However, section 430 is being replaced to 
eliminate guidance that is no longer applicable and to achieve consistency with 
subsequent authoritative pronouncements, such as SAS Nos. 12 and 17 and FASB 
Statement No. 5. Also, the proposed Statement provides additional guidance on 
the meaning of "practicable" in the disclosure context. 
Comments or suggestions on any aspect of the exposure draft will be 
appreciated. The AICPA Auditing Standards Board's consideration of responses 
will be helped if comments refer to a specific paragraph, explain the 
problem, and include supporting reasons for any suggestions or comments. 
In developing guidance, the AICPA Auditing Standards Board considers the 
relationship between the cost imposed and the benefits reasonably expected to be 
derived from audits. It also considers differences that the auditor may 
encounter in the audit of the financial statements of small businesses and, 
when appropriate, makes special provision to meet those needs. Thus, the 
Board would particularly appreciate comments on those matters. 
Responses should be addressed to the AICPA Auditing Standards Division, 
File 4295, in time to be received by June 27, 1980. Written comments on the 
exposure draft will become part of the public record of the AICPA Auditing 
Standards Division and will be available for public inspection at the offices 
of the American Institute of Certified Public Accountants after July 15, 1980, 
for one year. 
This exposure draft has been sent to 
• practice offices of CPA firms 
• members of AICPA Council and technical committee 
chairmen 
• state society and chapter presidents, directors, and 
committee chairmen 
• organizations concerned with regulatory, supervisory, or 
other public disclosure of financial activities 
• persons who have requested copies 
D. R. Carmichael 
Vice President, Auditing 
Sincerely, 
James J. Leisenring 
Chairman, Auditing Standards Board 
AICPA American Institute of Certified Public Accountants 1211 Avenue of the Americas, New York, New York 10036 (212) 575-6200 
PROPOSED STATEMENT ON AUDITING STANDARDS 
ADEQUACY OF DISCLOSURE IN FINANCIAL STATEMENTS 
(Supersedes SAS No. 1 , Section 430, "Adequacy of Informative Disclosure.") 
1.- The third standard of report-
ing is: 
Informative disclosures in the fi-
nancial statements are to be 
regarded as reasonably adequate 
unless otherwise stated in the report. 
2. The presentation of financial 
statements in conformity with gen-
erally accepted accounting prin-
ciples comprehends the adequacy 
of disclosures involving material 
matters. These matters relate to 
the form, arrangement, and content 
of the financial statements with 
their appended notes including, for 
example, the terminology used, 
amount of detail given, classifica-
tion of items in the statements, 
and bases of amounts set forth. 
Whether disclosure of a particular 
matter is required is for the inde-
pendent auditor to consider in light 
of the circumstances and facts of 
which he is aware at that time. 
3. If the financial statements, in-
cluding accompanying notes, do not 
adequately disclose information 
that is required by generally ac-
cepted accounting principles, the 
auditor should express a qualified 
or an adverse opinion and should 
provide the information in his re-
port, if practicable, unless its omis-
sion from the auditor's report is 
recognized as appropriate by a 
specific Statement on Auditing 
Standards. In this context, prac-
ticable means that the information 
is reasonably obtainable and that 
providing the information in his 
report does not require the auditor 
to assume the position of a pre-
parer of financial information. For 
example, the auditor would not be 
expected to prepare a basic finan-
cial statement or segment informa-
tion and include it in his report 
when management omits such in-
formation. 
4. In considering the adequacy 
of disclosure and in other aspects 
of his examination, the auditor 
often uses information received in 
confidence from the client. With-
out such confidence, the auditor 
would at times find it difficult to ob-
tain information necessary for him 
to form an opinion on financial 
statements. Thus, information not 
required to be disclosed in finan-
cial statements to comply with gen-
erally accepted accounting prin-
ciples should not otherwise be 
made available without the client's 
consent.1 
1
 See AICPA Code of Professional Ethics, 
Rule 301. 
3 
